Although poverty rates for Americans ages 65 and older have plunged over the past half century, many people continue to fall into poverty in their late fifties and early sixties. This study examines financial hardship rates in the years before qualifying for Social Security retirement benefits at age 62 and investigates how the availability of Social Security improves economic well-being at later ages. The analysis follows a sample of adults from the 1937-39 birth cohort for 14 years, tracking their employment, disability status, and income as they age from their early 50s until their late 60s. It measures the share of older adults who appear to have been forced into retirement by health or employment shocks and the apparent impact of involuntary retirement on low-income rates. The study also estimates models of the likelihood that older adults experience financial hardship before reaching Social Security's early eligibility age.
Introduction
Although poverty rates for Americans ages 65 and older have plunged over the past half century, many people in their late fifties and early sixties continue to run the risk of falling into poverty. Disability and job displacement frequently create financial hardship for people throughout the working-age population--often forcing workers out of the labor force or into unemployment--but the risks are particularly serious in the years just before age 62. Health problems become increasingly common with age, and older people displaced from their jobs by layoffs or business closings often face special difficulty finding work. The limited availability of public income supports magnifies economic insecurities for older workers who are not yet 62, when entitlement to Social Security retirement benefits begins. Social Security disability insurance (SSDI) benefits are available only to workers who successfully navigate an arduous and unpredictable application process, and may begin no sooner than five months after disability onset. SSDI beneficiaries must also satisfy the program's work history requirement, which disqualifies some people. Increasing numbers of displaced workers fail to qualify for unemployment benefits, and those who do qualify receive benefits for only a limited time. Social Security's financial problems increase the need for up-to-date information on the economic hardships experienced by Americans in their fifties and early sixties. Numerous analysts have advocated raising Social Security's entitlement ages to reduce or eliminate the system's long-term deficit, primarily because average lifespans and time spent in retirement have increased and old-age disability has declined. This approach, however, could substantially reduce economic well-being for older people who are struggling under the current system. A better understanding of the prevalence, intensity, and drivers of economic hardship in the years immediately before age 62 is essential to assessing the wisdom of increasing Social Security's retirement ages.
This study examines the extent to which workers experience increased hardship in the years before qualifying for Social Security retirement benefits at age 62 and how much the availability of Social Security improves economic well-being at later ages. Using recent data from a nationally representative survey, the paper computes rates of financial hardship in 2005 from ages 53 to 68, assesses how rates vary by demographic characteristics, and examines trends since 1991. The study then follows a cohort of older adults for 14 years, tracking their employment, disability status, and income as they age from their early 50s in 1991 until their late 60s in 2005. We measure the share of older adults who appear to have been forced into retirement by health or employment shocks and the apparent impact of involuntary retirement on low-income rates. A final set of analyses estimate models of the likelihood that older adults experience financial hardship before reaching the Social Security early entitlement age.
The results show that financial hardship increases substantially for people with limited education and health problems as they approach Social Security's early eligibility age. Hardship rates are particularly high for less-skilled workers who retire early. However, their economic status improves significantly when they reach age 62 and qualify for Social Security retirement benefits, highlighting the important role that Social Security plays in bolstering the economic security of low-income older adults. and fewer than 40 percent of workers born between 1931 and 1941 were still at their career jobs by age 60 (Cahill, Giandrea, and Quinn 2005) .
Although many workers with ample resources choose to retire early, poor health or job layoffs force others to leave the labor force before they qualify for retirement benefits. About one in four workers ages 51 to 55 develop serious health problems by age 62 that limit their ability to work, and one in five are laid off from their jobs (Johnson, Mermin, and Murphy 2007) . Own health problems can lead to early retirement (Bound et al. 1998; McGarry 2004) , and workers sometimes have to cutback on their work hours to care for ill family members (Coile 2003; Johnson and Favreault 2001; Johnson and LoSasso 2006) . Onset of health problems may be particularly problematic for workers with physically demanding jobs. About 7 percent of all workers and 17 percent of workers without high school diplomas hold highly physically demanding jobs that require strength, bending or twisting, or quick reaction time (Johnson, Mermin, and Resseger 2007) . Older workers displaced from their jobs often encounter problems finding work (Chan and Stevens 2001; Munnell et al. 2006) , and those who become reemployed tend to earn much less on their new jobs than they did on their former jobs (Couch, Jolly, and Placzek 2009), perhaps because employers are reluctant to hire workers near the end of their careers or because older people face outright discrimination in the labor market (Lahey 2008) .
Some workers pushed out of the labor force may avoid hardship by falling back on assets and other income sources. Workers who develop serious health problems may qualify for disability benefits, and unemployment benefits may bridge the gap to Social Security for workers who are laid off. Employer-provided pensions and income from spouses may also cushion the blow. But many lack these resources and may struggle financially until they reach the Social Security eligibility age. For example, nearly half of all workers lack pension coverage (Bureau of Labor Statistics 2007), and only about a quarter of adults developing serious health problems in their fifties qualify for disability benefits (Johnson, Mermin, and Murphy 2007) . Although the vast majority of jobs in the U.S. are covered by unemployment insurance, only 36 percent of the unemployed in 2007 received benefits (Simms and Kuehn 2008) . Many workers are ineligible for benefits because they did not earn enough or work long enough before losing their jobs.
Additionally, those awarded unemployment benefits receive only temporary assistance; benefits usually run out after 26 weeks. Risk of pre-retirement hardship may be greatest for workers with limited education, who are more likely both to develop health problems and to work in physically demanding occupations and less likely to have other resources to fall back on if pushed out of the labor force.
Although hardship among retirees and families with children has been thoroughly researched (Betson and Michael 1997; Butrica, Murphy, and Zedlewski 2008; Englehardt and Gruber 2004; Holzer et al. 2007; Hurd 1990; Johnson and Smeeding 2000; Sawhill 1988; Smolensky, Danziger, and Gottschalk 1988) , less is known about hardship in the years leading up to Social Security eligibility. Previous studies have shown that poverty rates among adults in their fifties are much higher for those out of the labor force-particularly disabled adults-than for workers. Among adults ages 50 to 61, about 21 percent of those out of the labor force in every month of 2001 were impoverished, compared with just 3 percent of adults participating in the labor force (CBO 2004) .
Researchers have attempted to assess how many adults would face substantial hardship if early Social Security benefits were not available by comparing the characteristics of workers who take up Social Security before the normal retirement age with those who delay take-up (Burkhauser, Couch, and Phillips 1996; CBO 1999; Leonesio, Vaughan, and Wixon 2000; Panis et al. 2002) . Many workers taking up Social Security early appear wealthy enough to have voluntarily retired early, rather than having been forced out early. Early takers have wealth levels similar to workers who delay take-up and have higher pension coverage rates. More than threequarters of workers taking up Social Security early are healthy. Yet, some early takers appear as if they would suffer significant hardship if early benefits were not available. Compared with workers who delay take-up, early takers are more likely to have health-related work limitations, lack a high school diploma, and work in blue-collar occupations. These studies conclude that about 10 percent of early takers have health-related work limitations and lack pension income and would therefore suffer financially if early Social Security benefits were eliminated. Our study further examines the extent to which early Social Security benefits reduce hardship by examining hardship rates before and after age 62.
Methods
To measure financial hardship in the years preceding and following Social Security eligibility, we examine data from the Health and Retirement Study (HRS), a large, nationally 
Measures
One of HRS' important strengths is the high quality of its income measures (Hurd, Juster, and Smith 2003) . At each interview the HRS asks respondents (or financially knowledgeable spouses when both spouses in a couple are interviewed) about how much they and their spouses received during the previous calendar year from earnings, pension and annuity benefits, Social the underlying data used to compute the original thresholds are now so old (Blank and Greenberg 2008; Citro and Michael 1995) . In fact, the official poverty measure appears to understate the number of adults ages 65 and older with inadequate income (Butrica, Murphy, and Zedlewski 2008) . However, our purpose in this paper is not to assess the appropriateness of the poverty measure, but instead to use the official threshold as a rough indicator of financial hardship and to assess how hardship rates vary as people approach and surpass traditional retirement ages.
We identify respondents who experience financial hardship in two ways. Our first measure includes only those whose combined own income and spousal income (or only own income if they are not married or partnered) falls below 100 percent of the official federal poverty level. Because the poverty threshold is so low, we alternatively define financial hardship to include those with combined own income and spousal income (or just own income if appropriate) that falls below 125 percent of the poverty level. We use the thresholds for adults younger than 65 throughout (even for those older than 65), because one of our goals is to assess how income adequacy varies as people age, and we do not want observed trends to be confounded by abrupt changes in poverty thresholds. We use the threshold that corresponds to the respondent's family size, based on information reported in the HRS.
We construct measures of health status, job displacement, and employment transitions that likely help account for changes in economic hardship rates. We identify adults as having work-limiting health problems if they report a health problem that limits the type or amount of work that they can do. Another measure indicates whether respondents have ever been laid off from their jobs or lost their jobs because of a business closing between the baseline interview and age 62, based on responses to survey questions about why they left their previous jobs. We also create five mutually exclusive employment transition categories for adults ages 53 to 55 in 1992:
(1) those who are employed full time (working 35 or more hours per week) at every interview wave until age 62; (2) those employed full-time in 1992 who transition directly to zero hours of work before age 62 and never return to work (either part-time or full-time) before age 62; (3) those employed full-time in 1992 who transition to part-time work before age 62 and never return to full-time work again (although some move in and out of part-time employment); (4) those who work intermittently between ages 53 to 55 and age 62; (5) and those who never work between ages 53 to 55 and age 62. The intermittent work category includes workers who do not work full-time at baseline and those who move in and out of full-time work. These work transition categories are based on work status at the time of the survey interviews, and thus do not reflect work status between the waves. As a result, some people who we describe as having never worked may in fact have been employed at some point between 1992 and age 62, but they
were not employed at the survey interviews.
Tabulations
The analysis begins by computing financial hardship rates at points in time. cohort who do not meet our most stringent criterion for financial hardship in 1991 (at ages 52 to 54) and who subsequently experience financial hardship before age 62. We examine how the likelihood of falling into financial hardship varies by gender, race, education, baseline marital status, baseline income, disability status, labor market conditions, and job layoffs. The table also reports the share of adults working full-time at baseline who subsequently experience financial hardship by age 62.
Models
The final set of analyses estimates multivariate models of the likelihood of falling into financial hardship. We create a person-year database from 1992 to 2006 of HRS respondents born between 1931 and 1941, and create an indicator of whether the respondent experiences financial hardship (defined as own and spousal income below 100 percent of the official poverty level) in the next wave, conditional on not being in financial hardship in the current wave. We use this measure as the dependent variable in a probit model estimated on the pooled sample of 46,060 observations. We also estimate the models separately for men and women. The independent variables in the model include gender, race, education, marital status, health status, spousal characteristics (education, race, and health status), and age dummies. The models also interact the age dummies with health status and interact education with health status.
Results
Financial hardship rates in 2005 are significantly higher among adults not quite old enough to qualify for Social Security retirement benefits than those eligible for Social Security.
About 11 percent of adults ages 60 to 62 receive own and spousal incomes that fall below the federal poverty level, compared with about 8 percent of those ages 63 to 65. The decline in the hardship rate after age 62 likely reflects the availability of Social Security retirement benefits.
Although nearly all Americans qualify for Social Security at age 62, virtually none of the 62-year-olds in our 2005 sample receive benefits for the entire calendar year, because payments do not generally begin until two months after one turns 62 (Olson 1999) . Hardship rates are somewhat lower at ages 52 to 55 and at ages 56 to 59 than at ages 60 to 62, but the differences are not statistically significant. Hardship rates in the fifties and sixties are especially high among African Americans, Hispanics, people who did not complete high school, and unmarried adults.
Additionally, adults with work-limiting health problems are much more likely than those in good health to receive low incomes, and women are more likely than men.
When we use a broader definition of financial hardship--income below 125 percent of the federal poverty level--the difference in the hardship rate at ages 60 to 62 and ages 63 to 65 narrows and becomes statistically insignificant. Americans, Hispanics, those who did not complete high school, and those with health problems.
Trends in Hardship Rates
There is not an obvious trend in hardship rates from 1991 to 2003 among all adults ages 50 to 55 or all adults ages 56 to 60 (table 2) . Under the strict measure, financial hardship rates increase somewhat for the younger group, from 8.7 percent in 1991 to 9.6 percent in 2003, but these differences are not statistically significant. For the older age group, they fluctuate from Under our strict definition (income less than 100 percent of the poverty level), the overall hardship rate increases steadily as the cohort moves from the early fifties to early sixties, growing from 9.2 percent at ages 52 to 54 to 12.3 percent at ages 60 to 61, a relative increase of roughly one-third. The pattern reverses after age 62, when people qualify for Social Security retirement benefits, with the hardship rate declining with age. It falls to 10.4 percent at ages 63 to 64 and to 8.5 percent at ages 66 to 68. These patterns are not simply artifacts of cyclical changes in the overall poverty rate. Between 1991 and 1999, for example, the national poverty rate falls from 14.2 to 11.9 percent, while hardship rates increase for our sample.
Hardship rates grow dramatically for people with limited education as they approach Social Security's early entitlement age. Among those who did not complete high school, hardship rates increase from 22.6 percent at ages 52 to 54 to 30.8 percent at ages 60 to 61, a relative increase of 36 percent. Hardship rates for those without a high school diploma then fall to 24.1 percent at ages 63 to 64 and to 22.3 percent at ages 66 to 68. However, the share of college graduates with incomes below the federal poverty level does not increase significantly as the cohort approaches age 62, nor does it fall significantly after age 62. Hardship rates also grow substantially from ages 52 to 54 to ages 60 to 61 for Hispanics (from 25.8 to 34.1 percent) and for adults who were unmarried in 2000 (from 19.5 to 28.7 percent). These patterns suggest that some older adults, particularly minorities, unmarried adults, and those with limited education, face increasing financial difficulties as they approach old age, and that Social Security provides important protections for those age 62 and older.
Changing Sources of Income Before and After Age 62
To explore how income falls as people approach age 61, fall by more than $14,000 (from about $36,000 to about $22,000). Real mean spouse earnings fall by about another $9,000. This $23,000 shortfall is almost completely offset by increases in capital income (which partly reflect the strong investment environment in 1999), pension income, and (to a lesser extent) Social Security, most of which comes from older spouses collecting retirement incomes. As a result, real mean household income is nearly identical at ages 52 to 54 and ages 60 to 61. Mean income falls by about $12,000 between ages 60 to 61 and ages 63 to 64, as own and spouse earnings plunges by another $12,000, capital income falls by $5,000, and Social Security increases by less than $8,000.
Mean household income for people at the lower end of the income distribution falls as they approach age 62, because increases in capital income, pension income, and Social Security are not sufficient to offset the loss in earnings. For those without a high school diploma, mean own and spouse earnings falls by about $13,000 between ages 52 to 54 and ages 60 to 61, while mean household income falls by $4,000, a 9 percent decline. Over the same period, mean household income for people between the 20th and 30th percentiles of the income distribution falls by $6,000, or 16 percent. And among adults who did not complete high school in the 20th to 30th percentile of the non-high-school-graduate income distribution, mean household income falls by 28 percent as the cohort ages from the early fifties to the early sixties. Their losses are so large because they experience virtually no increases in capital income, pension income, or Social Security to offset the decline in earnings as they grow older. However, these low-income groups do not experience very large income declines after age 62, because Social Security replaces a relatively large fraction of their earnings. For example, among those between the 20th and 30th
percentiles of the income distribution, household Social Security income at ages 63 to 64 equals 38 percent of own and spouse earnings at ages 52 to 54, compared with only 19 percent for adults at all income levels. For those adults without a high school diploma who fall between the 20th and 30th percentiles of the non-high-school-graduate income distribution, mean household income is higher at ages 63 to 64 than at ages 60 to 61.
Hardship Rates and Employment Transitions
Because earnings losses appear to account for much of the increase in economic hardship experienced by people in their late fifties and early sixties, we examine employment transition patterns in the years preceding age 62 for the 1937 to 1939 birth cohort. 4 One-third of the sample works full-time consistently from ages 53 to 55 to age 62. Nearly another quarter (22.2 percent) works full-time at ages 53 to 55, reduces their labor supply before age 62 (moving to part-time work or no work), and never turns to full-time work. About two-thirds of this group (or 14.5 percent of the entire sample) moves directly from full-time work to no work, and never works again before age 62. The other third (or 7.9 percent of the entire sample) moves to part-time work before age 62. One-quarter of the full sample works intermittently (working part-time moving in and out of full-time employment), and the remaining fifth never work between their early fifties and age 62.
5
Health problems that limit work are quite prevalent among early retirees and those who never work. Nearly three-quarters of those who never work and slightly more than one-half (51.7 percent) of those who move directly out of the labor force from full-time work (and never return to work) report health problems that limit their work ability between ages 53 and 62, compared with about one-third of intermittent workers and about one-sixth of consistent full-time workers.
More than one-quarter of early retirees and intermittent workers are displaced from their jobs (through layoffs or business closures) at some point between ages 53 and 62. Financial hardship rates also increase with age-up to the Social Security early eligibility age-for early retirees (table 7) . Among people who work full-time in their early fifties, move directly out of the labor force before age 62, and never work again, the share with incomes below 100 percent of the poverty level increases from about 3 percent at ages 52 to 54 to 17 percent at ages 60 to 61. Hardship rates then decline for this group once they reach the early eligibility age, falling to 6 percent at ages 64 to 66. For people who move from full-time work to part-time work before age 62, hardship rates increase from about 4 percent at ages 52 to 54 to about 11 percent at ages 60 to 61. Hardship rates do not increase significantly as people approach age 62 for those who work full-time until they reach the Social Security early eligibility age or who do not work full-time in 1992 (when they are in their early fifties). Hardship rates are consistently low for people who always work full time, and consistently high for those who never work after their early fifties. However, hardship rates fall substantially after age 62 for those who never work. percentage points for those with work disabilities. 
Transitions into Economic Hardship

Conclusions
The likelihood of experiencing financial hardship increases significantly as people approach Social Security's early eligibility age. The share of adults with own and spouse incomes below the poverty level grows by about one-third as people age from their early fifties to their early sixties. The increase in hardship rates is concentrated among low-skilled workers.
Among adults who did not complete high school, for example, about 3 in 10 experience financial hardship at ages 60 to 61, compared with about 2 in 10 at ages 52 to 54. By contrast, hardship rates for college graduates do not increase significantly as they approach age 62.
Declines in economic well-being in the late fifties and early sixties are closely tied to work ability. Two-fifths of adults working full-time at ages 52 to 54 reduce their labor supply before age 62; one-fourth completely stop working, leaving the labor force directly from fulltime employment, and another one-seventh move to part-time employment before leaving the labor force. Financial hardship rates more than quadruple between ages 52 to 54 and ages 60 to 61 for workers who exit the labor force early directly from full-time employment. The consequences are particularly serious for those with limited education, more than half of whom report incomes below the poverty level at ages 60 to 61 (up from fewer than 1 in 10 at ages 52 to 54). Many of these departures appear to be at least somewhat involuntary. More than one-quarter of those who move directly out of the labor force from full-time employment have been laid off from a job in their fifties or early sixties, and slightly more than one-half report having a health problem that limits their ability to work. By contrast, fewer than one in six workers employed full-time through age 62 report any work disabilities.
Social Security appears to provide important protections for low-income people. The share of adults experiencing financial hardship declines significantly after age 62, when most people qualify for Social Security retirement benefits. The impact is especially pronounced for people with limited education, who are at greatest risk of falling into poverty. For example, hardship rates for adults who did not complete high school and leave the labor force before Social Security's early eligibility age fall from 54 percent at ages 60 to 61 to 24 percent at ages
These results highlight the fragility of the income support system for Americans in their fifties and early sixties. Many people who develop health problems as they age fall into poverty before reaching Social Security's early eligibility age. Raising the retirement age would put more people at risk. As lifespans lengthen and physical job demands decline, more and more older
Americans are able to work, perhaps justifying an increase in Social Security's early eligibility age. However, high poverty rates among people in their early sixties with work disabilities reveal the shortcomings in the existing safety net for people with disabilities. Efforts to shore up the disability income system will become even more urgent if the Social Security retirement ages are raised. 
